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twelve months by nearly 100,000,000 yen; the balance of inter-
national payments was reckoned to be the most favourable since the
Great War; foreign exchange and currency levels remained relatively
steady; wholesale prices rose 20 per cent, but retail prices consider-
ably less; unemployment, according to the official figures, showed
a decline; business profits were good; export industries, which had
not yet exhausted the benefit derived from the depreciation of the
yen, flourished vigorously; and, in the field of domestic industries,
railway development in Manchuria and the increase in armaments
were reflected in the prosperity of the engineering and munition-
manufacturing trades. Finally, an unusually heavy rice crop removed
all fear of a national food shortage.
This was the hopeful side of the picture. Against it must be placed
two major factors: the position in regard to the 1934-5 budget and
the agrarian situation. With a balancing total of 2,110,000,000
yen, the new budget came near to rivalling its predecessor, being the
second largest peace-time budget in Japanese history. The gap be-
tween revenue and expenditure amounted roughly to 800,000,000 yen
as compared with 900,000,000 yen for the previous year. While there
were other contributory causes, such as increased expenditure on
rural relief and unemployment works, the abnormal dimensions of
the budget were once again due principally to the demands of the
fighting services and of Manchuria.1 The aggregate of these items
amounted to about 45 per cent, of the total expenditure and @8 per
cent, of the ordinary revenue—a figure which was double that for
1931-2.
The budget was not presented to the Diet till after the close of the
year. It was finally passed by that body on the 25th March, 1934;
but the previous Cabinet discussions, as communicated to the public,
have a greater practical interest than parliamentary debates which
were little calculated to modify the plans of the effective directors
of the Japanese body politic. Whatever impulses towards economy
and retrenchment Mr. Takahashi may have felt in his capacity as
guardian of the national finances, it is clear that the demands for
the Army and Navy were never effectively opposed, though the
Minister for Agriculture and Fisheries made determined efforts to
obtain a grant for rural relief which would bear some reasonable rela-
tion to the needs of the situation. The real struggle was over the
1 ' Manclmrian Affairs' expenditure for 1934-5 was estimated at 159,000,000
yen as against 186,000,000 in 1933-4 and 288,000,000 in 1932-3, showing a
progressive reduction; but the official figures were not sufficiently explicit to
justify any certain conclusions as to the burden imposed on Japan's finances.

